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TWO NORTHERN VIRG NI A MEN PLEAD GUILTY IN CRIM NAL BID Rl G3 NG
SCHEMES | NVOLVI NG RESI DENTI AL _REAL ESTATE

WASHI NGTON, D.C. -- Two northern Virginia nmen pleaded guilty
today to participating in crimnal bid rigging schenes to hold
down prices at residential real estate auctions in northern
Virginia, said the Departnment of Justice's Antitrust D vision.

The nmen conspired with a group of real estate specul ators
who agreed not to bid against each other at certain real estate
foreclosure auctions in northern Virginia, the Departnment said.
Their agreenent allowed themto buy real estate for | ow,
nonconpetitive prices.

The charges agai nst Al exander G ap of MLean and Donald M
Kotowi cz of Sterling, filed today in U S. District Court in
Al exandria, Virginia, are the result of the Departnent's ongoi ng
antitrust investigation into foreclosure auction bid rigging in
northern Virginia. As a result of the Departnent's previous
antitrust investigation of real estate auction bid rigging in
Washi ngton, D.C., 12 individuals and one corporation were
convi ct ed.

Anne K. Bi ngaman, Assistant Attorney General in charge of
the Departnent's Antitrust Division, said, "After the
Departnment's crackdown on real estate auction bid rigging in

D.C., one would think that those in the area would have gotten
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the nessage that if you commit this kind of crimnal behavior,
you will be prosecuted. W are commtted to fully investigating
all aspects of this crine and prosecuting vigorously all
participants in what appears to be a |ong-standing conspiracy."

The Departnent's Antitrust Division and U S. Attorney Helen
F. Fahey, of the Eastern District of Virginia worked jointly to
bri ng about today's charges.

G ap pleaded guilty today to bid rigging, wire fraud and
bank fraud for his involvenent in three separate crimnal schenes
t hat invol ved the buying, selling and | oan refinancing of
residential real estate in northern Virginia. H s involvenent in
the three schenes took place from 1991 until My 1995.

Kotowi cz al so pleaded guilty today for his participation in
the bid rigging conspiracy at real estate foreclosure auctions in
northern Virginia. His involvenent in the conspiracy took place
from Septenber 1991 through April 1995. The bid rigging charges
violate the Sherman Antitrust Act.

The Departnent charged that after the conspirators
desi gnat ed bi dder bought a property at a public auction, they
woul d neet secretly to hold a second auction where each
conspirator bid the anount, or "prem um" above the public
auction price he or she was willing to pay. The conspirator who
bid the highest prem umwon the property. That prem um anount
was the group's illicit profit, and it was divided anong the
conspirators in payoffs nmade later. Gap participated in the bid
ri ggi ng conspiracy from Novenber 1991 through March 1994.
Kotow cz participated in the conspiracy from Septenber 1991

t hrough April 1995.
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Bi ngaman said the northern Virginia antitrust investigation,
which is being conducted by the Division's Litigation I Section
wi th the assistance of the Federal Bureau of Investigation, is
continuing. G ap and Kotow cz have pledged to cooperate with
i nvestigators, Bingaman said.

G ap was al so charged with wire fraud for using "straw
buyers"--persons with good credit in whose nanes he filed fal se
docunents--to fraudul ently obtain approxi mately $750, 000 in | oans
fromBriner Inc., a Mddleburg, Virginia, nortgage conpany. The
Departnment said he did this by submtting fal se | oan
applications, tax returns, bank statenents, and other docunents
on behalf of the straw buyers.

G ap was al so charged for his involvenent in a massive bank
fraud schene that took place from 1991 through April 1995. Banks
and other |l enders were fraudulently induced to nake nore than 40
| oans, which totaled nmore than $5.7 nmillion and related to
approximately 28 properties. The Departnent said G ap caused
banks and ot her |enders to make | oans they wongly believed were
secured by first nortgages and thought would be used to pay off
ot her loans on the properties. The Departnment charged that G ap
forged checks issued to pay off prior Ienders and kept the noney.
The Departnent said he al so forged docunents to make banks think
he had paid off old | oans so that the banks woul d make hi m new
| oans.

The maxi mum potential penalties for Gap's three offenses is
38 years inprisonment, a fine of $1.6 million and restitution for

the | osses caused by the schenmes. The governnent estinmates that
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as aresult of the fraud, six title conpanies will suffer nost of
the approximately $5 million in | osses.

The maxi mum penalty for individuals convicted of a Sherman
Act violation committed after November 16, 1990, is three years
in jail and a fine of the greatest of $350,000, twice the
pecuniary gain the individual derived from the crime, or twice
the pecuniary loss suffered by the victims of the crime.

The maximum penalty for an individual convicted of wire
fraud is five years imprisonment and a fine of $250,000.

The maximum penalty for an individual convicted of bank
fraud is 30 years imprisonment and a fine of $1 million.
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